Strategy  Research  Project 


CHINA -THE  RISING  DRAGON: 
HOW  SHOULD  THE  U.S. 
RESPOND? 

BY 


PAULETTE  FREESE 
Department  of  Army  Civilian 


DISTRIBUTION  STATEMENT  A: 

Approved  for  Public  Release. 
Distribution  is  Unlimited. 


USAWC  CLASS  OF  2009 


This  SRP  is  submitted  in  partial  fulfillment  of  the 
requirements  of  the  Master  of  Strategic  Studies  Degree 
The  views  expressed  in  this  student  academic  research 
paper  are  those  of  the  author  and  do  not  reflect  the 
official  policy  or  position  of  the  Department  of  the 
Army,  Department  of  Defense,  or  the  U.S.  Government 


U.S.  Army  War  College,  Carlisle  Barracks,  PA  1 701 3-5050 


The  U.S.  Army  War  College  is  accredited  by  the  Commission  on  Higher  Education  of  the  Middle  State  Association 
of  Colleges  and  Schools,  3624  Market  Street,  Philadelphia,  PA  1  91 04,  (21 5)  662-5606.  The  Commission  on 
Higher  Education  is  an  institutional  accrediting  agency  recognized  by  the  U.S.  Secretary  of  Education  and  the 

Council  for  Higher  Education  Accreditation. 


REPORT  DOCUMENTATION  PAGE 


Form  Approved 
OMB  No.  0704-0188 


Public  reporting  burden  for  this  collection  of  information  is  estimated  to  average  1  hour  per  response,  including  the  time  for  reviewing  instructions,  searching  existing  data  sources,  gathering  and  maintaining  the 
data  needed,  and  completing  and  reviewing  this  collection  of  information.  Send  comments  regarding  this  burden  estimate  or  any  other  aspect  of  this  collection  of  information,  including  suggestions  for  reducing 
this  burden  to  Department  of  Defense,  Washington  Headquarters  Services,  Directorate  for  Information  Operations  and  Reports  (0704-0188),  1215  Jefferson  Davis  Highway,  Suite  1204,  Arlington,  VA  22202- 
4302.  Respondents  should  be  aware  that  notwithstanding  any  other  provision  of  law,  no  person  shall  be  subject  to  any  penalty  for  failing  to  comply  with  a  collection  of  information  if  it  does  not  display  a  currently 
valid  OMB  control  number.  PLEASE  DO  NOT  RETURN  YOUR  FORM  TO  THE  ABOVE  ADDRESS. 


1.  REPORT  DATE  (DD-MM-YYYY)  2.  REPORT  TYPE  3.  DATES  COVERED  (From  -  To) 

26-03-2009  Strategy  Research  Project 


4.  TITLE  AND  SUBTITLE  5a.  CONTRACT  NUMBER 


China  -  The  Rising  Dragon:  How  Should  the  U.S.  Respond? 


5b.  GRANT  NUMBER 


5c.  PROGRAM  ELEMENT  NUMBER 


7.  PERFORMING  ORGANIZATION  NAME(S)  AND  ADDRESS(ES) 

John  F.  Troxell 

Department  of  National  Security  and  Strategy 


5d.  PROJECT  NUMBER 


5e.  TASK  NUMBER 


5f.  WORK  UNIT  NUMBER 


8.  PERFORMING  ORGANIZATION  REPORT 
NUMBER 


9.  SPONSORING  /  MONITORING  AGENCY  NAME(S)  AND  ADDRESS(ES) 
U.S.  Army  War  College 
122  Forbes  Avenue 
Carlisle,  PA  17013 


10.  SPONSOR/MONITOR’S  ACRONYM(S) 


11.  SPONSOR/MONITOR’S  REPORT 
NUMBER(S) 


12.  DISTRIBUTION  /  AVAILABILITY  STATEMENT 

Distribution  A:  Unlimited 


14.  ABSTRACT 

A  qualitative  assessment/analysis  of  where  China  is  headed  with  its  national  strategy,  and  how  the  U.S.  should  respond.  This 
Strategic  Research  Project  provides  insight  into  China's  diplomatic,  information,  military  and  economic  intentions.  A  case 
study  specific  to  China’s  expansion  in  Africa  is  used  as  a  basis  for  the  conclusion  that  China  is  primarily  motivated  by 
economic  imperatives.  The  paper  provides  two  options  for  the  U.S:  to  compete  with  or  cooperate  with  China,  and  argues  that 
it  is  in  the  best  interest  of  the  United  States  to  pursue  a  cooperative  arrangement  with  the  rising  dragon. 


15.  SUBJECT  TERMS 

Economic  Strategy,  Grand  Strategy,  International  Relations 


16.  SECURITY  CLASSIFICATION  OF: 

17.  LIMITATION 

OF  ABSTRACT 

18.  NUMBER 
OF  PAGES 

19a.  NAME  OF  RESPONSIBLE  PERSON 

a.  REPORT 

UNCLASSIFED 

b.  ABSTRACT 
UNCLASSIFED 

c.  THIS  PAGE 
UNCLASSIFED 

UNLIMITED 

32 

19b.  TELEPHONE  NUMBER  (include  area 
code) 

Standard  Form  298  (Rev.  8-98) 

Prescribed  by  ANSI  Std.  Z39.18 


USAWC  STRATEGY  RESEARCH  PROJECT 


CHINA  -  THE  RISING  DRAGON:  HOW  SHOULD  THE  U.S.  RESPOND? 


by 


Paulette  Freese 
Department  of  Army  Civilian 


John  F.  Troxell 
Project  Adviser 


This  SRP  is  submitted  in  partial  fulfillment  of  the  requirements  of  the  Master  of  Strategic 
Studies  Degree.  The  U.S.  Army  War  College  is  accredited  by  the  Commission  on 
Higher  Education  of  the  Middle  States  Association  of  Colleges  and  Schools,  3624 
Market  Street,  Philadelphia,  PA  19104,  (215)  662-5606.  The  Commission  on  Higher 
Education  is  an  institutional  accrediting  agency  recognized  by  the  U.S.  Secretary  of 
Education  and  the  Council  for  Higher  Education  Accreditation. 

The  views  expressed  in  this  student  academic  research  paper  are  those  of  the  author 
and  do  not  reflect  the  official  policy  or  position  of  the  Department  of  the  Army, 
Department  of  Defense,  or  the  U.S.  Government. 

U.S.  Army  War  College 

CARLISLE  BARRACKS,  PENNSYLVANIA  17013 


ABSTRACT 


AUTHOR: 

TITLE: 

FORMAT: 

DATE: 


Paulette  Freese 

China  -  The  Rising  Dragon:  How  Should  the  U.S.  Respond? 
Strategy  Research  Project 

26  March  2009  WORD  COUNT:  5,486  PAGES:  32 


KEY  TERMS:  Economic  Strategy,  Grand  Strategy,  International  Relations 

CLASSIFICATION:  Unclassified 


A  qualitative  assessment/analysis  of  where  China  is  headed  with  its  national 
strategy,  and  how  the  U.S.  should  respond.  This  Strategic  Research  Project  provides 
insight  into  China's  diplomatic,  information,  military  and  economic  intentions.  A  case 
study  specific  to  China’s  expansion  in  Africa  is  used  as  a  basis  for  the  conclusion  that 
China  is  primarily  motivated  by  economic  imperatives.  The  paper  provides  two  options 
for  the  U.S:  to  compete  with  or  cooperate  with  China,  and  argues  that  it  is  in  the  best 
interest  of  the  United  States  to  pursue  a  cooperative  arrangement  with  the  rising 
dragon. 


China  -  The  Rising  Dragon:  How  Should  the  U.S.  Respond? 

China’s  emergence  as  a  global  power  has  profound  implications  for  the 
security  and  economic  interests  of  the  United  States.  However,  the  United 
States  still  has  a  very  imperfect  understanding  of  China’s  power  and 
motivations  or  how  the  rest  of  the  world  is  responding  to  China’s 
integration. 

— Congressional  Research  Service' 

The  People’s  Republic  of  China  (PRC)  has  connected  with  almost  every 
continent  and  region  in  the  world  during  its  meteoric  rise  to  an  economic  global 
superpower.  Over  the  past  30  years,  China  has  become  an  international  export 
powerhouse,  increased  foreign  investment,  amplified  its  technological  base  and 
expertise,  boosted  membership  and  involvement  in  international  organizations,  and  has 
appeared  to  be  willing  to  play  by  the  rules  of  the  global  economic  system. 

A  question  of  great  strategic  importance  to  the  United  States  is:  What  has 
motivated  China  to  become  this  colossal  global  economic  power?  Is  China  motivated 
merely  by  economic  imperatives,  or  does  it  have  a  desire  for  global  dominance?  Does 
China  have  an  overarching  grand  strategy,  or  is  it  executing  a  series  of  marginally 
related  tactical  moves  to  seek  normal  economic  or  political  advantages?  How  should 
the  U.S.  respond  to  China? 

This  paper  argues  that  China  is  motivated  primarily  by  economic  imperatives. 
China  has  a  massive  population  that  must  be  fed,  clothed,  and  employed.  The  need  for 
jobs,  along  with  the  increased  demand  for  natural  resources  in  a  country  without  a  vast 
supply  of  either  jobs  or  resources  has  forced  China  to  “open  up”  to  the  world.  However, 
China’s  use  of  all  its  elements  of  national  power  to  support  its  economic  imperatives  has 
caused  many  in  the  international  community  to  question  China’s  motivation. 


China’s  Strategy  for  the  Future 

China  “peaceful  rise”  strategy  was  first  introduced  in  2004,  and  became  its  formal 
national  strategy  the  following  year.2  It  outlines  China’s  desire  to  maintain  trade  and 
economic  exchange  with  “friendly  countries”,  while  “developing  itself  and  safeguarding 
world  peace.”  Foreign  Minister  Li  Zhaoxing  indicated  that  “China  does  not  seek 
hegemony  now,  nor  will  it  even  after  it  becomes  powerful.”  Zhaoxing  added  that 
China’s  rise  would  offer  opportunities  rather  than  posing  obstacles  and  threats  to  its 
neighbors  and  the  world  at  large.3  The  Chinese  government  has  since  changed  the 
term  “peaceful  rise”  to  “peaceful  development”  to  emphasize  the  non-threatening  nature 
of  China’s  global  expansion.4 

Many  experts  in  Chinese  relations  indicate  that  the  Chinese  Communist  Party 
(CCP)  is  highly  motivated  to  keep  the  population  employed.  “The  legitimacy  of  the 
government  is  derived  primarily  from  its  ability  to  stimulate  and  maintain  economic 
growth,  which  in  China  is  synonymous  with  employment.”5  An  unhappy,  unstable 
populace  could  become  disastrous  not  only  for  the  Party,  but  for  the  continued  stability 
of  the  nation.  China  must  maintain  economic  growth  to  support  its  huge  population.  To 
accomplish  this,  the  Chinese  government  also  must  maintain  a  certain  level  of  political 
power  to  ensure  its  credibility,  while  at  the  same  time  securing  its  national  interests, 
both  inside  its  borders  and  around  the  world. 

China’s  Major  Challenges 

The  Chinese  government  faces  many  challenges  that  directly  impact  the 
country’s  economic  development  and  stability.  Although  these  challenges  have  not 


2 


slowed  its  tremendous  economic  growth  in  the  past,  they  may  combine  with  the  effects 
of  the  global  recession  to  cause  concern  for  China  in  the  future. 

Population/Political  Stability.  China  has  a  huge  population  which  requires  a 
robust  economy  for  sustainment.  The  estimated  population  in  July  2008  was  1.33 
billion,6  and  is  projected  to  reach  1.38  billion  by  2010,  and  1.49  billion  by  2025.  This 
equates  to  approximately  two  million  new  workers  entering  the  labor  force  each  year.7 
China  must  sustain  adequate  job  growth  not  only  for  these  new  entrants  to  the  work 
force,  but  also  for  the  tens  of  millions  of  workers  laid  off  from  state-owned  enterprises, 
and  for  over  200  million  rural  migrants  that  relocated  to  the  urban  areas  for  employment 
over  the  last  decade.  China  officially  has  a  four  percent  unemployment  rate;  however, 
many  Chinese  economists  indicate  that  unemployment  in  urban  areas  may  actually  be 
closer  to  1 1  or  12  percent.8  Workers  over  30  are  considered  too  old  to  train  in  factory 
jobs  or  in  high-tech  industries,  severely  limiting  the  options  of  these  “older”  workers,  and 
leaving  them  to  a  life  of  poverty.9  The  government  will  need  to  train  this  labor  force  or 
face  a  drain  on  their  resources  in  providing  social  welfare  for  these  people. 

In  addition,  China  will  soon  face  the  challenges  of  an  aging  population, 
exacerbated  by  China’s  “one-child”  policy,  which  gives  China  one  of  the  lowest  fertility 
rates  in  the  world.  The  impact  is  compounded  by  increased  longevity  in  the  older 
generations  due  to  breakthroughs  in  public  hygiene,  nutrition  and  health  care.  This  will 
result  in  almost  twice  as  many  people  over  age  50  than  under  age  20  by  the  year 
2050. 10 

China  does  not  have  a  retirement  system  to  provide  for  this  growing 
demographic  group  with  only  55  percent  of  the  urban  workforce,  and  1 1  percent  of  the 
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rural  workforce  covered  by  a  pension  plan.11  Currently,  the  older  Chinese  population 
depends  on  their  children  for  support.  This  creates  a  nearly  impossible  problem  for 
children  born  under  the  “one-child”  policy  -  each  adult  child  will  be  responsible  for 
supporting  themselves,  their  two  parents,  and  four  grandparents.12  The  PRC  will  soon 
face  a  dilemma  of  needing  higher  wages  so  workers  can  cover  the  expenses  of  the 
elders  in  their  family,  or  drain  the  government  coffers  to  pay  for  the  needs  of  the  older 
population. 

China  still  has  a  tremendous  poverty  problem.  The  2008  per  capita  GDP, 
adjusted  to  represent  purchasing  power  parity  (PPP)  was  $6,100.  Measured  on  the 
basis  of  PPP,  China  in  2008  was  the  second-largest  economy  in  the  world  after  the 
U.S.;  however  the  population  was  still  predominantly  in  the  lower  middle-income 
bracket.  Eight  percent  of  the  country’s  population  was  below  the  poverty  line.  The 
majority  of  the  impoverished  people  live  in  the  rural  parts  of  the  country.13 

The  preponderance  of  the  recent  economic  development  has  been  on  the 
eastern  coastal  part  of  China.  The  interior,  which  is  predominantly  rural,  lags  behind 
creating  a  geographical  imbalance.  The  Chinese  government  plans  to  correct  this 
problem  by  providing  vocational  training  for  agricultural  and  migrant  workers,  and  also 
calls  for  “alleviating  poverty  through  making  innovations  in  working  mechanisms, 
substituting  work  for  relief,  and  relocating  people  from  inhospitable  areas  to  reduce  the 
size  of  the  poor  population.”14  This  strategy  could  work,  but  also  has  the  potential  to 
backfire.  If  there  are  not  enough  jobs  available  to  employ  retrained  Chinese  farmers, 
this  could  result  in  a  significant  increase  in  the  number  of  dislocated  poor  people. 
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Corruption.  Corruption  and  other  economic  crimes  present  a  challenge  to  future 
growth.  Carnegie  Endowment  for  International  Peace  scholar  Minxin  Pei  considers 
corruption  to  be  one  of  China’s  top  threats  to  its  future  economic  and  political  stability. 
Pei  estimates  that  approximately  10  percent  of  government  spending  and  contracts 
involve  theft,  kickbacks  and  bribes.  The  direct  costs  of  corruption  could  be  as  much  as 
$86  billion  a  year  (3  percent  of  the  GDP).15  The  CCP’s  campaign  to  reduce  corruption, 
initiated  in  2005,  appears  to  be  ineffective.  Continued  corruption  may  be  due  to  the 
government’s  inability  or  unwillingness  to  enforce  anti-corruption  laws  through  the  legal 
system,  or  corruption  may  be  culturally  ingrained  in  the  Chinese  system.  Pei  argues 
that  corruption  must  be  under  control  for  China’s  continued  economic  and  political 
stability.16 

Energy  Resources.  China  has  a  tremendous  appetite  for  energy  that  it  cannot 
meet  with  its  own  resources.17  The  PRC  currently  imports  47  percent  of  its  energy 
requirements. 18  The  country’s  energy  demands  rose  80  percent  from  1995  -  2005,  and 
are  expected  to  continue  to  rise  at  an  annual  rate  of  four  to  five  percent  through  at  least 
2015. 19 

The  Chinese  government  cannot  ignore  the  importance  of  access  to  energy 
resources,  specifically  oil,  necessary  to  fuel  China’s  economic  growth.  “China  is  the 
world’s  second-largest  consumer  of  oil  behind  the  United  States,  and  the  third-largest 
net  importer  of  oil.”20  China  has  gone  beyond  importing  refined  products,  expanding  its 
search  for  new  sources  of  oil  and  gas  across  the  world.  The  PRC  currently  has  inked 
agreements  with  at  least  21  countries  spanning  four  continents  to  discover,  refine,  or 
transport  oil.21 
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Deterioration  of  the  Environment.  Air  pollution,  soil  erosion,  and  the  steady  fall  of 
the  water  table  are  some  of  the  environmental  issues  plaguing  China.  The  World  Bank 
states  that  “China  has  20  of  the  world’s  top  30  polluted  cities,”  and  attributes  its  use  of 
coal  and  poor  pollution  controls  on  automobiles  as  a  major  source  of  its  troubles.22 
Recent  natural  disasters  such  as  earthquakes,  snow  and  ice  storms  have  raised  issues 
about  the  country’s  ability  to  recover  from  disasters.23 

What  Motivates  China? 

The  Chinese  government  is  motivated  primarily  by  economic  imperatives.  The 
CCP  must  sustain  economic  growth  in  spite  of  the  challenges  described  above.  This  is 
the  main  incentive  that  has  forced  China  to  create  a  socialist  market  economy  and  raise 
the  bamboo  curtain  to  allow  a  certain  degree  of  openness.  However,  the  Chinese 
government  has  appeared  to  have  taken  heed  of  the  negative  consequences 
experienced  by  the  former  Soviet  Union  when  the  U.S.S.R.  attempted  to  immediately 
transform  itself  from  a  government  controlled  economy  to  a  totally  free  market  economy. 
The  communist  party  has  remained  in  control  of  the  strides  that  the  People’s  Republic 
of  China  has  made,  much  like  a  parent  holding  on  to  a  child  learning  to  walk. 

Different  analysts  have  varying  ideas  whether  China  is  actually  following  a  grand 
strategy  or  if  China’s  moves  are  coincidentally  related.  Avery  Goldstein  defines  China’s 
peaceful  development  strategy  as  “a  combination  of  globally  engaged  economic 
development,  prudent  military  modernization  and  deft  diplomacy.”  Goldstein  also 
argues  that  China  is  taking  a  conservative  and  cautious  approach  to  building  its  grand 
strategy.24  In  contrast  to  the  United  States,  which  uses  economic  factors  as  one  element 
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of  national  power  to  support  its  grand  geo-political  strategy,  it  appears  that  China’s 
“grand  strategy”  is  designed  to  support  its  economic  imperatives. 

Diplomatic/Information.  China  is  seeking  to  raise  its  international  stature  through 
bilateral  agreements  and  through  increased  involvement  in  existing  multilateral 
organizations.25  The  world  is  learning  about  Chinese  language  and  culture  through  a 
global  network  of  “Confucius  Institutes.”  There  were  only  six  institutes  in  2004  when  the 
program  was  first  established  by  the  Chinese  government;  there  are  now  over  200 
Confucius  Institutes  in  over  60  countries  worldwide.26  These  schools  are  primarily 
located  at  Universities  and  Colleges  throughout  the  world,  giving  college  graduates  a 
foundation  in  Chinese  language  and  culture,  thus  enabling  an  even  larger  exchange  of 
friendship  and  trade  with  China.  China  continues  to  fund  these  institutes  to  cultivate 
favorable  world  public  opinion. 

China  is  also  working  hard  to  resolve  border  disputes  and  initiate  friendly 
alliances  with  its  neighbors.  Russia  and  China  signed  an  agreement  in  July  2008, 
ending  a  long  dispute  over  their  common  border.27  This  friendly  resolution  appears  to 
be  the  start  of  China’s  desired  access  to  Russian  energy  sources.  India  and  China 
signed  a  similar  agreement  in  2005,  ending  their  forty  year  dispute  over  a  common 
border.28 

China  and  Taiwan  are  still  at  odds  over  Taiwan’s  independence,  however 
relations  between  the  two  countries  seem  to  be  “better  than  they  have  ever  been,” 
evidenced  by  the  gift  of  two  pandas  to  Taiwan  in  January  2009,  the  recent 
establishment  of  daily  direct  flights  initiated  between  Beijing  and  Taipei  in  December 
2008,  and  the  November  2007  agreement  to  open  shipping  and  postal  routes  between 
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the  two  countries.29  The  two  countries  are  currently  in  the  process  of  negotiating  a  free- 
trade  agreement.30  China  will  continue  to  build  global  diplomatic  and  political  ties  if  only 
to  cement  relationships  to  support  its  continued  economic  growth. 

Military/Global  Security.  China  is  modernizing  its  military  and  refocusing  its 
military  missions.  Over  the  past  two  years  the  Chinese  military  has  increased  the  scope 
of  its  missions  from  its  former  emphasis  on  homeland  security  and  police  forces  to 
include  “disaster  and  humanitarian  relief,  United  Nations  (U.N.)  peacekeeping  missions, 
counterterrorism  and  border  defense,  and  protection  of  ethnic  Chinese  abroad.”31  It 
appears  that  China  is  positioning  itself  to  employ  its  military  assets  to  best  support  its 
economy  and  its  energy  requirements,  while  aligning  itself  with  new  allies.  Many  of 
China’s  neighbors,  however,  are  closely  watching  the  expansion  of  China’s  military 
assets  with  a  certain  amount  of  wariness. 

According  to  China’s  2009  White  Paper  on  National  Defense  the  mission  of 
China’s  armed  forces  is  “to  safeguard  national  sovereignty,  security  and  development, 
taking  reform  and  innovation  as  its  fundamental  driving  force,  and  advance  in  the 
modernization  of  its  national  defense  and  armed  forces.”32 

The  Chinese  government  claims  its  policy  is  “purely  defensive.”  China  must 
defend  its  own  national  security  while  at  the  same  time  be  prepared  to  deal  with  the 
volatile,  uncertain,  complex  and  ambiguous  world.  The  Chinese  government  indicates 
that  it  faces  serious  concerns  including,  “the  superiority  of  the  developed  countries  in 
economy,  science  and  technology,  and  military  affairs;  strategic  maneuvers  and 
containment  from  the  outside;  disruption  and  sabotage  by  hostile  forces  on  the  inside.” 
The  CCP’s  white  paper  cites  specific  threats  such  as  the  United  States  selling  arms  to 
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Taiwan,  and  “the  impact  of  the  financial  crisis  triggered  by  the  U.S.  subprime  mortgage 
crisis.”33 

The  People’s  Liberation  Army  (PLA)  is  in  need  of  modernization.  During  the 
1970’s  and  1980’s  China  downsized  its  armed  forces  by  a  million  troops.  This  was 
followed  by  another  reduction  of  700,000  personnel  over  the  next  decade.34  China  now 
faces  the  dilemma  of  how  to  close  the  gap  between  the  armed  forces  that  it  has  and  the 
armed  forces  it  thinks  it  needs  without  diverting  resources  from  economic  and  social 
programs.  China’s  strategy  for  the  modernization  of  the  PLA  includes  changing  both 
the  structure  and  policies  of  the  organization.  This  includes  the  need  for  the 
development  of  new  doctrine,  which  they  are  churning  out  on  an  ongoing  basis.  There 
is  also  the  need  for  training,  modernization  and  automation  of  weapons  systems, 
research  and  development  for  new  weapons  systems,  and  improving  logistics.35 

China’s  2008  National  Defense  budget  was  $44  billion.36  This  is  about  7.5 
percent  of  the  total  national  budget,  and  equates  to  about  15  percent  of  the  United 
States’  defense  budget.37  The  2009  national  defense  budget  of  $61  billion  includes  an 
18  percent  increase  and  is  attributed  to  the  increase  in  pay  and  entitlements  for  the  2.3 
million  members  of  the  People’s  Liberation  Army,  civilian  personnel,  and  retirees,  as 
well  as  research  and  development  on  weapons  hardware.38  Members  of  the  U.S. 
intelligence  community  are  concerned  with  China’s  lack  of  transparency,  indicating  the 
PRC’s  budget  numbers  are  “understated  by  about  50  percent.”39  Others  indicate  that 
the  PRC’s  “defense  spending  since  the  1990s  has  gone  up  at  a  growth  rate  that 
exceeds  the  GDP  growth  rate.”  There  has  also  been  apprehension  over  the  oath  of 
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office  that  members  of  the  PLA  take  -  not  only  to  protect  the  PRC,  but  also  to 
specifically  protect  the  Chinese  Communist  Party.40 

China  emphasizes  its  peaceful  intentions  by  citing  the  PLA’s  participation  in  U.N. 
peacekeeping  efforts,  sending  1 1 ,063  military  personnel  to  take  part  in  1 8  U.N. 
peacekeeping  missions,  since  1990. 41  These  large  deployments  have  made  China  the 
12th  largest  contributor  of  personnel  to  U.N.  peacekeeping  missions.42  China  also  sent 
two  battleships  and  a  supply  ship  to  help  with  U.N.  efforts  combating  piracy  off  the  Horn 
of  Africa.  This  is  the  first  time  in  over  500  years  the  Chinese  Navy  has  operated  outside 
regional  waters.43 

China  continues  to  cement  its  military  position  with  the  establishment  of 
cooperative  military  agreements  with  over  150  countries.  The  Chinese  Defense 
Minister  has  a  direct  telephone  link  with  the  defense  ministers  of  both  Russia  and  the 
United  States.  During  the  years  2007  and  2008,  China  participated  in  joint  exercises 
with  Russia,  Kazakhstan,  Kyrgyzstan,  Tajikistan,  Ubekistan,  Thailand,  India,  the  United 
Kingdom,  France,  South  Africa,  and  the  United  States.  Additionally,  China  has  sent 
over  900  military  students  to  study  in  more  than  30  countries,  and  some  4,000  military 
personnel  from  over  130  countries  have  gone  to  study  in  China.44 

Economics  and  Resources.  China’s  major  objective  appears  to  be  the 
sustainment  of  its  own  economic  growth,  and  improving  the  quality  of  life  for  its  huge 
population.  The  CCP  is  motivated  to  keep  the  population  fed  and  economically  solvent 
to  maintain  stability  for  the  party  to  remain  in  power.  So  far,  the  economic  challenges 
that  the  country  has  faced  have  threatened  neither  the  political  leadership  nor  national 
stability.45 
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China’s  economic  system  has  evolved  radically  over  the  past  thirty  years.  The 
economic  system  of  the  People’s  Republic  of  China  under  Chairman  Mao  Zedong  was 
a  planned  economy  controlled  entirely  by  the  state.  China  began  a  series  of  economic 
reforms  to  transition  the  country  to  a  more  open  system  as  early  as  1979.  A  major 
breakthrough  occurred  in  1997  when  the  government  acknowledged  the  importance  of 
the  private  sector  and  began  to  encourage  profitability.  The  1999  constitution 
introduced  the  term  “socialist  market  economy”  as  an  economy  “based  on  socialism 
with  Chinese  characteristics.”46  The  Chinese  government  predicts  that  a  complete 
socialist  market  economy  will  be  in  place  by  2010. 47  China’s  official  economic  strategy 
is  intertwined  with  its  strategy  for  social  development,  and  is  based  on  a  five  year  cycle. 
The  government  conducts  an  annual  progress  review  which  not  only  assesses  the 
previous  year,  but  also  reassesses  the  goals  for  the  upcoming  year,  making 
adjustments  based  on  the  actual  status  of  the  economy. 48 

Economic  Accomplishments.  China’s  economy  has  been  credited  as  being  the 
fastest  growing  in  the  world  over  the  past  thirty  years,  with  a  GDP  that  has  increased 
tenfold. 49  The  Chinese  government  claims  2007  as  its  most  successful  year  in 
achieving  both  economic  and  social  goals  with  a  GDP  growth  rate  of  13  percent,  the 
highest  in  over  a  decade.50  Due  to  the  increased  openness  of  China’s  economy,  the 
country’s  2007  export  and  import  business  reached  US$2.2  trillion,  up  23.5  percent  from 
2006,  a  direct  effect  of  China’s  entry  into  the  World  Trade  Organization.  The  official 
Chinese  Economic  and  Social  Strategy  credits  many  social  improvements,  specifically 
in  the  quality  of  life  for  the  Chinese  people  as  well  as  a  reduction  in  poverty  as  a  result 
of  the  thriving  economy.51 
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Economic  Relationships.  China  has  established,  or  attempted  to  establish  trade 
relationships  with  hundreds  of  countries  in  every  region  around  the  world.  The  Chinese 
government  has  incentivized  trade  by  reducing  barriers  for  foreign  investment  in  China, 
while  at  the  same  time  increasing  its  own  direct  foreign  investment  overseas. 52  China 
has  been  an  active  participant  in  the  International  Monetary  Fund  and  the  World  Bank 
since  entry  into  both  organizations  in  1980,  with  one  of  the  largest  portfolios  in  the 
World  Bank.53  China  has  also  pursued  bilateral  and/or  multilateral  economic 
agreements  with  nearly  every  country  and  region  in  the  world  and  is  active  in  many 
countries  where  there  are  no  formal  agreements. 54 

The  economies  of  the  United  States  and  China  are  virtually  codependent.  The 
United  States  is  China’s  largest  trading  partner,  while  China  is  the  third  largest  trading 
partner  of  the  United  States  and  the  second  largest  source  of  U.S.  imports.  China 
exported  $232.7  billion  to  the  U.S.  in  2007;  and  received  $69.4  billion  in  imported  goods 
and  services  from  the  U.S.  during  the  same  year.55  In  addition,  China  is  the  largest 
foreign  creditor  to  the  United  States,  holding  $2  trillion  of  U.S.  assets.56 

The  two  countries  have  worked  diligently  at  maintaining  a  cooperative 
relationship  since  the  early  1970’s.  One  fairly  effective  forum  used  to  develop  short  and 
long  term  strategies  is  the  U.S.  -  China  Strategic  Economic  Dialogue  (SED),  which  has 
been  held  annually  since  2004.  The  most  recent  meeting  of  this  cabinet  level  forum 
was  held  in  Bejing  in  December  2008,  jointly  chaired  by  U.S.  Treasury  Secretary  Flenry 
Paulson  and  Chinese  Vice  Premier  Wang  Qishan.57  Areas  of  joint  concern  addressed 
at  the  conference  included  the  need  for  a  global  response  to  the  current  economic  and 
financial  situation,  the  current  market  turmoil  and  restructuring  of  risk  in  global  markets, 
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several  joint  efforts  to  promote  energy  security  and  improved  environmental  standards, 
improvement  of  food  and  product  safety,  and  advancing  open  trade  and  investment.58 

Efficiency  in  a  Transitioning  Economy.  Although  China’s  economy  was  still 
ranked  second  in  the  world  in  2008,  the  country’s  previously  phenomenal  rate  of  GDP 
growth  began  to  decline. 59  China’s  growth  slowed  from  the  previous  rate  of  1 1  to  13 
percent  in  2007  to  6.8  percent  in  the  fourth  quarter  of  2008  (the  slowest  quarterly  rate 
since  2003  and  the  lowest  annual  GDP  since  2001). 60  Inflation  appears  to  be  another 
major  concern  for  the  Chinese  economy.  The  Consumer  Price  Index  (CPI)  rose  6 
percent  in  2008,  exceeding  the  4.8  percent  target.61 

The  Global  Recession.  Globalization  has  caused  the  current  economic 
recession  to  spread  around  the  world  at  epidemic  speed  and  China  has  not  been 
immune.  China’s  ownership  of  $652.9  billion  in  U.S.  Treasury  securities  became  less  of 
a  good  deal  when  interest  rates  began  to  fall.  This  has  been  compounded  with  a 
decline  in  the  foreign  demand  of  Chinese  goods,  causing  factory  closures  and 
employee  lay  offs.62 

One  of  China’s  attempts  to  offset  the  impact  of  the  global  recession  is  through  a 
$586  billion  stimulus  plan.63  The  plan  is  to  be  implemented  over  two  years,  and  will  be 
executed  by  reducing  credit  restrictions,  expanding  health  care  and  social  welfare 
programs,  increasing  the  construction  of  affordable  housing,  roads,  railways,  airports, 
and  restoration  of  earthquake  damaged  infrastructure. 

This  follows  previous  actions  by  the  Chinese  government  during  the  third  quarter 
of  2008  to  cut  interest  rates,  lower  bank  reserve  ratio  requirements,  provide  export  tax 
rebates  and  abolish  the  tax  on  stock  purchases.  The  government  also  provided 
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residents  in  rural  areas  with  subsidies  to  purchase  household  items  like  refrigerators 
and  television  sets.64 

The  international  community  needs  to  be  concerned  with  China’s  recession 
issues.  David  Smick  discussed  the  magnitude  of  China’s  impact,  “If  the  bubble  bursts  in 
China,  there  are  two  scenarios.  One  is  global  deflation.  If  China  is  sitting  on  huge 
stockpiles  of  commodities  and  finished  goods,  they’ll  dump  them  on  markets.  You  could 
also  have  the  Chinese  withdraw  capital  from  around  the  world  to  buy  off  domestic 
constituencies  with  programs  to  stimulate  domestic  demand.  We  need  a  successful 
China.”65 

China  does  not  intend  to  allow  the  global  recession  to  cause  their  economic 
failure.  During  the  January  2009  World  Economic  Conference,  Chinese  premier  Wen 
Jiabao  stated,  “China's  economy  will  continue  to  grow  fast  and  steadily,  which  is  in  itself 
an  important  contribution  to  global  financial  stability  and  world  economic  growth.”  Mr. 
Jiabao  pointed  out  that  China's  economy  managed  to  maintain  economic  growth  in 
2008  while  at  the  same  time  recovering  from  two  massive  natural  disasters.66 

China  will  continue  to  pursue  agreements  with  countries  and  regions  throughout 
the  world  to  reach  the  goal  of  improving  the  PRC’s  economic  status,  and  solidifying  its 
position  as  a  global  player. 

Case  Study  -  China’s  Involvement  in  Africa 

China’s  grand  strategy  of  employing  all  elements  of  power  to  serve  economic 
objectives  is  evident  in  Africa.  China’s  involvement  in  Africa  is  indicative  of  its 
motivation  towards  the  rest  of  the  world. 
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The  Chinese  government’s  2006  document,  “China’s  African  Policy,”  is  the 
foundation  for  The  Forum  on  China  -  Africa  Cooperation  (FOAC),  which  has  sought  to 
build  “mutually  dependent  economic  development,  trade  cooperation  and  political 
relations  with  Africa.”67  This  partnership  between  China  and  48  African  countries  seeks 
"political  equality  and  mutual  trust,  economic  win-win  cooperation  and  cultural 
exchanges."68  China  uses  each  FOAC  gathering  to  showcase  the  concrete  benefits 
that  Africa  is  deriving  from  China. 

Diplomatic/Information.  During  the  2006  Forum,  Chinese  President  Hu  Jintao 
announced  eight  major  new  initiatives  to  strengthen  the  Sino-African  partnership.69 
China  maintains  an  embassy  in  every  African  country,  except  Somalia.  These  posts  are 
manned  by  teams  of  diplomats  who  are  conversant  in  local  African  dialects.70  Africans 
can  learn  Chinese  language  and  culture  through  eleven  Confucius  institutes,  as  well  as 
through  educational  exchanges.  Currently  China  has  student  exchanges  with  50 
African  countries,  providing  1200  government  scholarships  to  African  students  a  year.71 
China’s  friendly  relations  with  the  African  people  have  the  advantageous  reciprocation 
of  trade  exchanges  resulting  in  valuable  natural  resources  for  the  Chinese. 

The  PRC  has  maintained  a  strong  diplomatic  relationship  with  the  African  Union 
(AU)  by  attending  key  AU  summit  meetings  in  2006,  2007  and  2008.  In  November  2008 
the  ground-breaking  of  the  $100  -  $500  million  Chinese  funded  AU  headquarters 
received  wide  spread  media  coverage.72 

Military.  Currently,  China  maintains  limited  military  resources  in  Africa  -  namely 
peacekeeping  troops,  and  ships  off  the  Horn  of  Africa  to  combat  piracy  and  ensure  safe 
passage  of  Chinese  vessels.  China  also  provides  training  for  African  military  officers.73 
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Recent  testimony  before  the  U.S.  Senate  Committee  on  Foreign  Relations  indicated 

that  China  might  consider  increasing  its  military  presence  in  Africa. 

Several  factors  are  prompting  a  growing  interest  in  the  need  for  broader 
engagement:  the  safety  of  Chinese  workers,  who  have  been  abducted  and 
killed  in  southern  Sudan,  Nigeria,  Zambia,  Ethiopia,  and  Chad;  the 
increasing  presence  of  India,  which  has  a  strong  and  growing  naval 
presence  in  maritime  shipping  lanes;  concern  over  the  security  of  Chinese 
supply  lines;  and  the  U.S.  AFRICOM  initiative,  which  some  Chinese 
military  experts  argue  is  directed  at  China’s  growing  role  in  the  region.74 

Africa  also  purchases  a  large  supply  of  its  arms  from  the  PRC.  China  is 

estimated  to  have  been  the  “third  largest  exporter  of  conventional  and  small  arms  to 

Africa”  from  2003  -  2006.75 

Economics.  China  receives  great  economic  benefits  from  its  use  of  the  other 
elements  of  power.  Africa  is  a  very  appealing  trade  partner  for  China  -  primarily  due  to 
its  large  stock  of  natural  resources  -  specifically  copper,  timber  and  oil,  which  are 
critical  for  China’s  continued  economic  growth.  In  turn,  China  provides  the  African 
countries  with  low  cost  imports,  as  well  as  foreign  aid  and  loans  without  the  “pesky 
human  rights  conditions,  good  governance  requirements,  approved-project  restrictions, 
and  environmental  quality  regulations”  that  the  United  States  and  other  Western 
governments  mandate  prior  to  making  government  investments  or  granting  foreign  aid 
or  loans.76  This  relationship  has  resulted  in  a  trade  increase  between  China  and  Africa 
from  $10  billion  in  2001  to  $106.8  billion  in  2008. 77  Much  of  China’s  investment  in  Africa 
is  tied  to  aid  and  loan  packages  structured  by  the  Chinese  government.  For  example, 
China  entered  into  a  $9  billion  trade  agreement  with  the  Congo  that  gives  China  the 
resource  rights  to  copper,  cobalt  and  nickel  mines  in  exchange  for  assistance  in 
infrastructure  development.78 
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China’s  African  policy  indicates  an  even  greater  increase  in  future  Sino-African 
trade.  Some  suggested  actions  include  increasing  free  trade  agreements,  bilateral 
agreements,  exchanges  between  financial  institutions,  Sino-African  agricultural 
exchanges,  Chinese  participation  in  building  African  infrastructure,  Sino-African  tourism 
exchanges,  Chinese  financial  assistance  to  Africa  without  “political  strings”,  and 
multilateral  cooperation  to  help  Africa  realize  its  Millennium  Development  Goals.79 

China’s  actions  in  Africa  appear  to  mirror  their  actions  globally.  China  assists  its 
African  allies  through  the  use  of  all  elements  of  national  power  to  maintain  strong 
relationships  with  the  continent.  These  “friendly”  relationships  are  essential  to  maintain 
trade  agreements  to  ensure  the  flow  of  resources  to  China,  and  to  ensure  jobs  for  the 
Chinese  people.  The  strides  that  China  has  made  to  cement  relationships  within  Africa 
are  indicative  of  how  China  will  interact  with  the  rest  of  the  world. 

How  Should  the  United  States  Respond  to  China? 

The  U.S.  response  to  China  needs  to  support  the  National  Security  Strategy 
objectives  of  promoting  free  and  fair  trade,  maintaining  relations  with  the  most  powerful 
countries  in  the  world,  and  “preventing  the  reemergence  of  the  great  power  rivalries  that 
divided  the  world  in  previous  eras.”80 

Options 

The  United  States  has  two  fundamental  options  to  respond  to  China’s  global 
expansion  and  ensure  the  achievement  of  U.S.  objectives.  Both  options  require  the 
incorporation  of  all  the  elements  of  national  power. 

Competitive  Option.  The  United  States  can  hedge  against  China’s  growing 
competitive  role  in  the  world  by  increasing  U.S.  dominance  in  Asia  to  contain  China’s 
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increasing  power  in  the  region.  The  U.S.  would  need  to  increase  its  presence  in  all 
elements  of  national  power:  enhance  our  diplomatic  alliances  in  the  region;  ramp  up  an 
extensive  information  campaign  to  emphasize  the  influence  that  we  have  in  the  region; 
increase  joint  military  exercises  with  Asian  countries  to  reflect  the  strength  of  U.S  forces 
in  the  Pacific  region;  and  counter  China’s  economic  dominance  in  the  region.  The 
United  States  would  target  areas  where  China  is  most  vulnerable.  That  could  include 
action  through  the  International  Monetary  Fund  against  China’s  currency  manipulation 
as  well  as  through  the  WTO  against  China’s  lack  of  transparency,  issues  regarding  lack 
of  intellectual  property  rights,  and  shortfalls  regarding  human  rights,  civil  rights  and 
religious  freedoms. 

The  U.S.  could  contain  the  rising  dragon  by  strengthening  our  ties  with  traditional 
U.S.  partners  in  the  region  (Japan,  Taiwan,  South  Korea,  Thailand,  Australia),  and  with 
India.  An  increased  U.S.  political,  diplomatic,  economic  and  military  dominance  should 
result  in  checking  China’s  dominance. 

Cooperative  Option  -  Work  Together  with  China  in  Areas  of  Common  Interest 

It  is  in  the  best  interest  of  the  United  States  to  cooperate  and  engage  with  China, 
supporting  China’s  economic  goals,  and  help  China  to  integrate  into  the  prevailing 
global  system  as  a  “responsible  stakeholder.”81  This  needs  to  occur  not  only  because  of 
the  linkage  between  the  two  countries’  economies,  but  also  because  a  poor  economy  in 
China  could  result  in  an  unstable  and  very  dangerous  China.  The  approach  outlined  in 
the  National  Security  Strategy  is  to  “encourage  China  to  make  the  right  strategic 
choices.”82  This  option  would  concentrate  on  U.S.  joint  collaboration  with  China  on 
interests  that  are  common  to  all  parties. 
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There  are  plenty  of  opportunities  for  U.S.  -  Chinese  cooperation  on  projects  in 
the  areas  of  common  interests.  Some  areas  that  are  natural  for  collaboration  include 
climate  change,  managing  pandemics,  expanding  agriculture,  developing  clean  and 
sustainable  energy  sources,  ensuring  the  security  of  energy  personnel,  infrastructure, 
transportation,  slowing  the  spread  of  nuclear  materials,  and  maintaining  an  open  world 
economy.  Partnering  with  China  on  joint  military  humanitarian  missions  would  solidify 
the  U.S.  intent  to  work  peacefully  with  the  PRC.  Chinese  Premier  Wen  Jaibao  opened 
the  door  to  cooperation  with  the  Obama  administration  during  a  February  2009 
interview,  “The  priority  of  the  two  countries  (China  and  the  U.S.)  should  be  working 
together  to  fight  the  financial  crisis.”83 

The  cooperative  option  would  require  a  concentrated  effort  using  all  elements  of 
power:  diplomatic,  information,  military  and  economic  to  reassure  China  that 
cooperation  with  the  United  States  will  benefit  China’s  interests.  This  option  would 
require  not  only  bilateral  agreements  with  China,  but  also  multilateral  agreements 
between  the  U.S.,  China,  and  countries  in  Asia,  Africa,  South  America  and  the  Middle 
East. 

The  United  States  is  already  working  hard  to  embrace  China.  The  opening  of  the 
new  U.S.  embassy  in  China  and  the  Chinese  embassy  in  the  United  States  in  the 
summer  of  2008  was  a  great  start  towards  a  positive  working  relationship.  President 
Obama  is  continuing  the  relationship  by  expressing  his  willingness  to  cooperate  with 
Chinese  President  Hu  Jintao  early  in  his  term  of  office.84 

China  and  the  United  States  already  have  a  co-dependent  economic  relationship. 
China’s  addition  to  the  G-20  economic  group  has  opened  another  door  to  cooperation 
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with  China,  and  another  forum  for  discussions.  A  move  to  include  China  in  the  G-8 
would  go  even  further  to  build  on  this  partnership. 

Conclusion 

China’s  main  goal  in  global  expansion  appears  to  be  primarily  economic,  based 
on  the  requirement  to  maintain  its  huge  population,  and  to  improve  the  quality  of  life  for 
the  Chinese  citizenry.  China  needs  a  peaceful  world  environment  to  sustain  its 
consumption  of  resources  and  technology  required  to  maintain  its  “economic 
trajectory.”85  However,  the  political  and  military  side-effects  of  this  goal  should  not  be 
completely  ignored,  despite  the  Chinese  claim  that,  “China  will  never  seek  hegemony  or 
engage  in  military  expansion  now  or  in  the  future,  no  matter  how  developed  it 
becomes.”86 

The  Obama  administration  should  maintain  the  U.S.  policy  of  cooperation  to 
achieve  common  interests  as  the  PRC  further  integrates  into  the  global  system.  While 
China  is  clearly  at  the  forefront  of  global  economic  expansion,  India,  and  in  some  cases, 
Russia,  are  close  behind.  A  U.S.  strategy  designed  to  cultivate  a  partnership  with  China 
should  account  for  future  challenges  and  opportunities  posed  by  other  rising  global 
powers.87  It  is  in  the  best  interest  of  the  United  States  for  China  to  remain  economically 
solvent.  Cooperation  with  China  can  only  result  in  a  win-win  situation  for  both  countries 
in  the  future.  “China  is  more  likely  to  act  as  an  international  stakeholder  if  the  U.S. 
frames  U.S.  -  China  issues  objectively,  initiates  serious  efforts  to  address  them,  and 
credibly  signals  a  willingness  to  engage  in  long  term  bilateral  cooperation.”88 

According  to  Joseph  Nye,  “Whether  soft  power  produces  behavior  that  we  want 
will  depend  on  the  context  and  the  skills  with  which  the  resources  are  converted  into 
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outcomes.”89  A  cooperative  U.S.  approach  to  China  provides  the  ways  and  means  to 
convert  our  resources  into  outcomes  --  the  stated  objectives  of  a  national  response  to 
China.  Additionally,  the  United  States  has  already  launched  initiatives  that  support  this 
policy.  China  is  already  a  dominant  global  power.  U.S.  cooperation  with  this  “giant 
dragon”  can  only  be  of  benefit  for  the  future  of  both  China  and  the  United  States. 
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